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Since 1978, China has witnessed a huge progress in trade with other part of the 
world, and turned into “World Factory” from a closed economy. Opening to the world 
serves as a fuel to China’ economic growth, however, environmental problems come 
along. Figuring out the linkage between trade and environmental problems is of great 
theoretical and practical meanings to China. 
This paper focuses on the linkage between China’s environmental problems with 
openness to OECD countries. Following the logic of PHH and EKC theories, panel data 
of 29 provinces in China ranging from 1997-2007 is used to provide empirical tests of 
those theories. To solve endogeneity problems arise in the estimating system, we apply 
gravity model and factor accumulation model to create substitute variables. 
This paper consists of six chapters. Chapter one presents research background and 
significance of this paper. Chapter two explores relevant theories like EKC,PHH and et 
al in this field to find out the possible linkage between one another. Then a review of 
relevant papers is presented. Chapter three analyses China’s environmental status, and 
trade with OECD countries, only to find out that China have become net exporter of 
resource-intensive products while its resource per capita is way below the average of 
the world. 
In Chapter four , a thorough discussion of the endogeneity is provided before 
empirical tests,. Using substitute variables created via gravity model and factor 
accumulation model , we provide empirical results, evidence of EKC and that China is 
prone to a pollution heaven is found. A two-equation simultaneous model is established 
in chapter five to explore the linkage between PPH and FET, and we conclude that in a 
developing country like China, cost related to environmental regulations can’t be 
ignored.Chapter six brings out conclusions of this paper and casts a forward-look on 
the research may be carried out in the future. 
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